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ASPECTS OF PUBLIC OWNERSHIP 

B? SYDNEY BEOOKS 

VI. 

In the last article it was shown, by specific reference to the 
backwardness of telephone development in Europe under 
State control as compared with its unrivaled progress in 
the United States under private direction, that Public 
Ownership is apt to stifle initiative and hinder technical 
improvement, and that, under the plea of safeguarding the 
public interests, it sometimes operates in fact to deprive 
the public- of a much-needed utility or to furnish it in an 
exasperatingly inadequate form. It was shown, too, that 
the advantages inherent in corporate management are so 
great that no public authority, influenced, as every public 
authority must be, by considerations that have nothing to 
do with sound commercial policy, can hope to compete with 
it on anything like equal terms; and it was further estab- 
lished that, whatever may be said for or against the public 
ownership and operation of enterprises that are natural 
monopolies and assured successes, and that have reached 
something approaching technical finality, the State is singu 
larly unfitted to conduct a competitive undertaking which 
is still in the experimental stage. 

These are conclusions that may easily be reinforced by 
examples drawn from governmental and municipal dealings 
with other industries. There cannot, for instance, be much 
doubt that the policy pursued in Great Britain in regard to 
street-cars and tramways has done much to retard the 
growth of urban, and especially of interurban, transporta- 
tion. The Tramway Act of 1870 allowed private corpora- 
tions to obtain street-car franchises for twenty* one years 
on condition that the local authority had (1) the right of 
vetoing any scheme in its district and (2) the right of pur- 
chasing the undertaking at the end of the twenty-one years 
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at its mere structural value. At that time, while it was 
recognized as legitimate that municipalities might desire to 
construct and own street-car services of their own, it was 
not anticipated that they would want to operate them. Up 
to about 1896 the general rule was that local authorities 
were not permitted to work their systems unless they had 
failed to find a lessee ; and it is a curious fact that municipal 
operation of this particular utility has crept into the Brit- 
ish economic structure by a side wind and without any gen- 
eral Parliamentary discussion of its pros and cons. Once 
the principle was accepted, however, the attitude of the local 
authorities toward the corporations insensibly changed from 
that of supervisors or lessors to that of expectant heirs and 
competitors; franchises ceased to be renewed; restrictions 
multiplied ; and there was initiated a more or less deliberate 
and not wholly scrupulous campaign with a view to de- 
preciating the value of the companies' undertakings against 
the day of their expropriation by the municipality. About 
the time, moreover, when a large number of street-car 
franchises were expiring — that is to say, in the early nineties 
— electric traction was found to be a commercial possibility ; 
and the companies, faced with the certainty of being bought 
out by the local authorities at the bare working value of 
their plant and with no compensation for good-will, were 
able neither to adopt the new system nor extend and de- 
velop their existing services. In his volume on The Dangers 
of Municipal Trading, Mr. Bobert P. Porter has justly re- 
marked that " the unhappy effect of the limited tenure ar- 
rangement was to force tramway undertakings into a pre- 
mature condition of senile decay." Their transfer to the 
municipalities was hailed by the public with relief as the 
only visible means of escape from conditions that had be- 
come intolerable. To-day in the United Kingdom the local 
authorities own and operate some 1,600 miles of track, and 
the companies over 1,100. Boughly speaking, it is found 
that the municipalities charge a slightly lower fare than 
the companies and work their undertakings at a slightly 
higher ratio of expenses to income and that their contribu- 
tions in relief of the rates amount to over $1,500,000 a year. 
But these results have to be construed, among other things, 
in the light of the fact that in general all the most profitable 
areas are in possession of the municipalities, while private 
enterprise has been restricted to the more speculative and 
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precarious districts. There is nothing to show that cor- 
porate management, controlled but not trammeled in the pub- 
lic interests, would not have resulted both in a far more 
extensive system and in a considerably greater return to 
the local treasuries; while the failure of municipal owner- 
ship to grapple with the problems of suburban, and especial- 
ly of interurban, communications has been palpable and 
profound. The jealousies of neighboring authorities that 
can rarely be induced to co-operate except for the sake of 
obstructing and blackmailing a corporation that wishes to 
run its street-car service through areas controlled by more 
than one municipality; the fear of reducing the ratable 
value of a city by offering its citizens facilities for living 
outside the municipal boundaries ; and an intense reluctance 
to benefit the owners of real estate by laying a track in 
sparsely settled districts — these influences and many others 
have prevented the building up of any comprehensive sys- 
tem of interurban connections, have helped to perpetuate 
the congestion of the towns, and have resulted in the city 
population of the United Kingdom being furnished with less 
than one-quarter of the street-ear facilities that have been 
brought to the urban population of the United States by 
private enterprise operating under liberal charters. 

There is a very similar tale to record in connection with 
the electric-lighting industry. The British municipalities, 
being already for the most part the owners and operators 
of the local gas-works, dreaded the competition of the new 
illuminant and did all that they could to restrain its growth. 
Their efforts were seconded by the short-sightedness of 
Parliament, which in 1882 not only decreed that no electric- 
lighting company could establish itself in any locality with- 
out the sanction of the municipality, but also fixed twenty- 
one years as the maximum period for which a concession 
might be granted. The local authorities, moreover, were 
empowered, if they chose, to build and operate electric- 
lighting plants of their own, and each concession obtained 
by a private company included a severe expropriation clause. 
Under these conditions the industry could make no head- 
way; it was practically strangled at its birth. Capital would 
not embark on an enterprise the hazards of which had been 
enormously and gratuitously multiplied by the action of the 
State, and at the end of 1888 in the whole of the United 
Kingdom there were only 12 central electric stations in 
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operation as against 574 in the United States. It was not 
until an Act was passed raising the life of an electric-light- 
ing concession from twenty-one to forty-two years that the 
industry began to revive. Even then it continued to be 
hampered by legislative discrimination in favor of the 
municipalities and by the action of the local authorities 
either in insisting on unnecessarily onerous terms being at- 
tached to a franchise or in securing a concession themselves 
and then allowing it to lie dormant — that is to say, neither 
starting an electric-lighting station as a municipal under- 
taking nor permitting private enterprise to do so. As with 
the street-cars, so with the electric supply, a niggling 
parochialism has frustrated the developments demanded by 
the public interests. It was only very gradually realized 
that electricity was a source not only of light, but of power, 
and that the future of the industry lies less in lighting streets 
and houses than in furnishing energy and motive power to 
innumerable other industries. The electric station of tor 
morrow will be a huge plant dealing not with hundreds or 
thousands, but with millions of consumers and supplying 
cheap motive power in bulk over areas that will be reckoned 
in thousands of square miles. But directly Parliamentary 
authority is sought for establishing any such station, all 
the municipalities and vestries and borough councils af- 
fected combine in resisting it, and in many cases success- 
fully. These local bodies, being restricted to their own areas, 
cannot produce electric energy as cheaply as an outside con- 
cern, working on a vaster scale and knowing no artificial 
boundaries ; jealousy prevents them from co-operating in an 
attempt to start on their own account a plant of the scope 
called for by modern industrial conditions; but what they 
can do and do do is to oppose, under the plea of fighting 
against a monopoly, the efforts of private enterprise to fill 
this great and disastrous void in Great Britain's industrial 
economy. It has been calculated that if it were equipped 
in the same ratio as the United States the United Kingdom 
would possess three times as many central electric stations 
as actually exist; and when to this is added its backward- 
ness in the development of electric traction and telephones, 
and consequently in the manufacture of electrical machinery 
and apparatus and in the application of cheap electric cur- 
rent to industrial processes, it must be admitted that as a 
factor both in depressing the average of competitive capacity 
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and in increasing the volume of unemployment the price of 
public ownership comes high. 

I pass to another and even more conspicuous instance of 
the State 's irruption into the field of trade. Of the leading 
industrial countries Great Britain and the United States 
are the only ones in which the railroads have not been wholly 
or partially nationalized. The material, therefore, is ample 
for forming an opinion on the results of governmental con- 
trol of this vital utility. M. Marcel Peschaud, for example, 
a few years ago made a masterly and exhaustive analysis 
of the workings of the State railways in Belgium — a country 
which, being flat, compact, densely populated, and in a high 
state of industrial and agricultural development, ought to 
possess one of the finest railway systems in the world. 
M. Peschaud found that State management had brought with 
it excessive centralization and red tape, an abnormally large 
and ill-disciplined staff whose salaries accounted for sixty 
per cent, of the total expenditure, and a lack both of initia- 
tive and responsibility among the heads of the various de- 
partments. In rolling-stock, train services, station-building, 
and the study of the convenience of travelers the Belgian 
State system, being virtually free from the pressure of com- 
petition, is far behind the British railways. Rates are fixed 
by the arbitrary will of the administration, with little or no 
consultation with the traders, and on a principle of uni- 
formity that makes adjustment to particular conditions and 
requirements impossible. This is a feature of State rail- 
road policy that recurs wherever nationalization is in force ; 
and its importance can hardly be exaggerated. The essence 
of sound and progressive administration in the matter of 
rates is flexibility. The State, however, is more or less 
bound to hold that its Railway Department, like its Post- 
Office Department, should treat all customers alike, should 
make no exceptions to meet the needs of this or that locality 
or interest, and should draw up its tariff schedule on a 
stereotyped mathematical basis. I do not believe there is a 
railway economist or administrator anywhere who would not 
declare this principle to be fundamentally fallacious and 
who would not hold that special rates, fixed by special agree- 
ments between the trader and the railroad, are the life-blood 
of commercial mobility and traffic development. In Ger- 
many, where every ton of goods, of whatever character, was 
originally made to pay a rate composed of a fixed charge 
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for terminals and an equal charge per mile, even the power 
of the most bureaucratic State in Europe was unable to 
hold out against the outcry that burst from the traders or 
to ignore the industrial stagnation that followed its attempt 
to treat railroad rates as a simple sum in arithmetic. It 
remains, however, the fact that wherever nationalization ob- 
tains commerce is compressed into rigid schedules and that 
only those railroads that are administered by private com- 
panies and under the spur of competition display the elas- 
ticity that can alone satisfy the infinitely varied and com- 
plex requirements of modern trade. 

In two other ways traders appear to be considerably worse 
off when the State owns and operates the railroads. In the 
first place, they are not provided with such rapid and de- 
pendable transport as is furnished by private enterprise in 
Great Britain and in a somewhat smaller degree in the 
United States; and in the second place, they are unable to 
obtain such prompt and adequate compensation for lost, 
damaged, or delayed goods. Many State-managed railways 
refuse to admit any responsibility whatever for delayed 
merchandise, and on others responsibility only begins after a 
fixed and spacious interval ; while in the matter of all claims 
for damages the State stands immovably on the bare letter 
of the law and exhausts all the resources of procedure before 
indemnifying its clients. It is commonly said that, under 
a system of nationalization, the profits derived from the 
railroads are returned in one form or another to the com- 
munity instead of finding their way into the pockets of 
private individuals. But these profits are found in practice 
to be either inconsiderable, as in Belgium, where they have 
been almost eaten up by a prodigious enhancement of the 
ratio of expenditure to receipts, or else, as in Germany, they 
are only obtained at the cost of the efficiency of the service. 
That nationalization of the railways leads to their more 
economical working seems to be everywhere a delusion. In 
Belgium on the lines worked by private companies the pro- 
portion of expenditure to receipts is forty-five per cent., 
while on the State-owned lines it is sixty-two per cent. ; and 
in Germany, where the railroads are regarded as the milch- 
cow of the treasury and where their nationalization was 
effected mainly in order to secure a large source of income 
independently of Parliamentary votes, the profits are main- 
tained by limiting capital expenditure on improvements and 
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extensions and by cutting down rolling-stock with a severity 
that no British company would tolerate or even contemplate. 
It is said, again, that the position of the employees is much 
better under State than under corporation management of 
the railways. That is sometimes, but by no means always 
or even usually, the case. The State-owned railways of 
Belgium, for instance, do not allow their employees to form 
labor unions or to go out on strike; nor do they provide 
them with anything like the privileges and supplementary 
benefits furnished by the British companies as a matter 
both of generosity and of justice. They deal far more grudg- 
ingly and unsympathetically with questions of compensation 
for accident, and the free and open field for promotion by 
merit and as the reward for individual character and ability 
is virtually closed by the routine methods of all Government 
service. Its place, however, is not left empty ; it is occupied, 
and occupied disastrously, by the influence of politics. In 
England and America the career is thrown fully open to 
talent; it depends mainly on himself alone whether the 
humblest porter does or does not rise to the top. But in 
Belgium — and Belgium in this respect is by no means unique 
— advancement in the State railways is often determined by 
political " pull," and the whole administration of the roads 
and the whole course of railway policy are saturated with 
politics. The employees, who are also electors, bombard 
the deputies with their grievances and their demands for 
higher wages and shorter hours, and the time of Parliament 
is frittered away in debates on the details of railroad man- 
agement. Neither the legislature nor the railways gain by 
this intermingling of politics and business. Parliament 
prejudices the efficiency of the railways ; the railways partly 
debauch and partly terrorize Parliament. More or less this 
is the experience of all countries that have experimented 
with nationalization. Even in Germany > admirably admin- 
istered as are all its State departments, political pressure 
powerfully and always detrimentally affects the details of 
railway management. Even in India, where the Government 
has an unusually free hand, the conviction has steadily 
grown that new and vigorous life can only be introduced 
into the State-owned railways by a root-and-branch reform 
involving the gradual and eventually the complete abandon- 
ment of official administration, and that State operation has 
resulted not only in an inefficient, expensive, and unenter- 
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prising system, but also in checking the flow of capital into 
the country. The presumption is established that if a line 
would pay the Government would build it, and that therefore 
only the less remunerative enterprises are left over for 
companies and private investors. In this way the attention 
of capitalists is withdrawn from India and directed to other 
lands where the shadow of Government ownership has not 
yet fallen. Both Australia and New Zealand have suffered 
from the same causes. The disadvantages of railway nation- 
alization are thus both direct and indirect. They do not 
merely consist in too rigid rates, inadequate service, and the 
variegated and unhealthy reaction of politics upon purely 
commercial or purely administrative problems; they also 
include the retardation of national development by a pro- 
gressive restriction of the zone of private enterprise. 

Here, indeed, we touch on one of the gravest disadvan- 
tages of public ownership. Directive ability, as all modern 
economists, even the Socialists themselves, now agree is a 
vital element of industrial productivity; and anything that 
diminishes the available supply of inventive capacity, energy, 
initiative, and ingenuity, or that diverts it from the industrial 
field, lessens to that extent the national wealth and output. 
But we have seen that the bureaucratic control of com- 
mercial undertakings is unfavorable to the higher kinds of 
managerial capacity. No Government, no municipality in 
the world, has yet solved the problem of attracting to its 
service the ablest men, or of testing their competence in the 
conduct of business enterprises, or of furnishing them with 
a stimulus that automatically extracts from them the best 
of which they are capable, or of eradicating politics from the 
workings of officialdom. These are difficulties that are over- 
come day by day and almost unconsciously by the normal 
union of promoter, capitalist, and manager. Whatever may 
be said against it, this combination does at least offer higher 
and more tempting rewards than any form of governmental 
employment ; it exerts a more salutary influence on charac- 
ter; it brings to the front men whose abilities have been 
thoroughly appraised in the school of experience; it corre- 
sponds to that prime factor of all progress — the very human 
longing for gain and distinction; it makes, therefore, for 
the maximum of productivity, and consequently of employ- 
ment and wealth. Public ownership, on the other hand, tend- 
ing more and more to split up all industry into a series of 
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local or national monopolies, wastefully and inefficiently 
operated, tends also to divert the savings of the community 
— that is to say, its capital — into narrower and less fruitful 
channels. Undoubtedly, however, it brings an immediate 
pecuniary benefit to its employees, whatever may be its ulti- 
mate effect on the whole body of labor. If the higher grades 
of State and municipal officials are invariably worse paid 
than men employed in corresponding positions by private 
firms and corporations, the lower ranks are as invariably 
better paid. Public ownership creates, as it were, an aristoc- 
racy of labor, enjoying shorter hours, higher wages, and 
in many respects a more assured position than men in 
private employment. The discipline under which they work 
is slacker, their pay is more independent of the value of 
their labor, and they are able to bring to bear upon their 
employer a more constant and potent pressure than is the 
case in an ordinary industry — the nature of that pressure 
consisting in the fact that they are not only employees of 
the State or municipality, but also help to elect or defeat 
their employers at the polling booth. The position of a 
State or municipal workman is thus on the surface superior 
to and more attractive than that of the ordinary employee 
in a private firm. But is that an argument that justifies 
a general resort to public ownership! I do not see how it 
can be so used unless one accepts the extreme contention 
of the Socialists that all the instruments of production, dis- 
tribution, and exchange should be taken over by the com- 
munity. No reason, that is to say, can be adduced in favor 
of paying the employees in, for instance, the municipal 
gas-works a rate of wages above the current standard of 
the industry and locality that would not warrant the muni- 
cipalization of all industries. If public ownership is to be 
defended because it improves the condition of its employees, 
and if that defense is held to be valid and sufficient, the 
logical conclusion is that the more of public ownership the 
better, and that the employment of labor should become 
a State monopoly. But it can, I think, be shown that the 
creation of a specially privileged class of workmen under 
the auspices of the national or local authorities is neither 
economically sound nor morally and politically healthful. 
It must be remembered in this connection that so far as 
public contracts and the conduct of public utilities are con- 
cerned, it is both easy and habitual for the State or the 
vol. cxcv. — no. 678 42 
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municipality to stipulate that private concession - holders 
and corporations should pay their employees a fair rate of 
wages and should observe all the statutory regulations in 
regard to their health and hours of labor. It must also be 
remembered that industrial legislation and the legitimate 
action of the trade-unions have greatly restricted the field 
in which a municipality can set what is called " a good 
example " in the treatment of its workmen. Under a proper- 
ly supervised system of private enterprise, there is nowa- 
days no danger at all of the rights of labor being disre- 
garded; while such further reforms in industrial conditions 
as experience may show to be necessary can be far more 
effectively brought about by legislation that would enforce 
them on all employers than by the voluntary and spasmodic 
action of separate municipalities. A good example is un- 
productive so long as it is not followed, and I have never yet 
heard of a case in which the more favorable conditions of 
public employment had any influence on the terms of private 
employment. So far as the great body of labor is concerned, 
it cannot be said that the higher wages and shorter hours 
that obtain in State and municipal enterprises — and that are 
only possible because these enterprises are for the most 
part monopolies — have resulted in any benefit at all. 

On the other hand, it can, I think, be established that the 
preferential treatment of an arbitrarily selected set of work- 
men is a positive, if indirect, disadvantage to their fellow- 
laborers and cannot be defended on any principle either of 
abstract justice or of sound economics. Reasons have al- 
ready been given for thinking that public ownership and 
operation of the main utilities is more expensive than private 
ownership and operation, that it adds to the burden of local 
taxation, that it is far less productive of efficient services, 
and that it impedes the free circulation of capital. Un- 
questionably the swollen pay-rolls that characterize all of- 
ficial undertakings are one of the chief causes of their un- 
economical working. But somebody has to pay for it, and 
without entering on the labyrinthine problems of the in- 
cidence of taxation it is a reasonable assumption that in one 
form or another the poor have to bear their share, and usu- 
ally, I think, more than their proper share. Thus not only do 
the mass of working-men suffer through being deprived of 
those public facilities which private enterprise has been 
shown to furnish more abundantly than any State or any 
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municipality ; not only do they suffer through the curtailment 
of capitalistic initiative and the consequent contraction of the 
labor-market, but they are also taxed either as rate-payers 
or in their rents or as consumers for the benefit of a com- 
paratively small and highly favored body of their fellow- 
workmen. An impost is, in fact, levied on the whole com- 
munity and then distributed in the form of wages among 
the municipal employees ; and whether the impost takes the 
form of additional taxation or of an increase in the cost of 
the services supplied does not, of course, affect the essential 
injustice of the proceeding. So long as it is agreed that you 
cannot raise wages, reduce hours, relax discipline, and re- 
cruit more laborers than the work requires without at the 
same time increasing the cost of production, the conclusion 
can hardly be avoided that the favorable treatment in these 
respects of State or municipal employees really represents 
a bonus paid out to them from the public funds at the com- 
mon expense. It is, in effect, the old fallacy of a special 
grant in aid of wages reappearing in somewhat disguised 
form and restricted to a particular class. And when one 
reflects that the amount of this special grant — the difference, 
that is to say, between the pay of the municipal and of the 
privately employed workman — is regulated by no principle 
whatever, bears no relation to the value of the work per- 
formed, is intertwined with many extraneous considerations, 
of charity and politics, for instance, that have nothing what- 
ever to do with business efficiency, and is very largely con- 
ditioned by the degree of illicit pressure that workmen in 
the service of public authorities are able to exert on their 
employers, one feels little hesitation in declaring that the 
discrimination shown in the treatment of the employees is a 
fact that tells against and not in favor of public ownership. 
The nature of this " illicit pressure " brings us directly 
to a consideration of the action and reaction of State trading 
upon political well-being. Does public ownership increase 
or diminish the chances of corruption? Does it favor or 
does it impede those illegitimate influences that are always 
more or less on the lookout for opportunities to permeate 
local and national administration? This is a question which 
in Great Britain and in the United States is answered in two 
contradictory senses. A large body of British opinion op- 
poses the policy of public ownership because it multiplies the 
possibilities of corruption ; a large body of American opinion 
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supports it because it promises to lessen them. This flat 
divergency is interesting if only because it shows how little 
we know at present of the workings of public ownership as 
a whole and because it emphasizes the folly of drawing 
universal conclusions from particular instances. Great Brit- 
ain, one must remember, is a country where a high and 
in many ways a unique standard of civic probity has been 
evolved, where the tradition of unpaid public service is still 
a potent, though undoubtedly a diminishing, influence, and 
where the national good sense has recognized the necessity 
of an army of permanent and well : paid officials to carry on 
the work of State and municipal administration. It is, 
therefore, a country in which an extension of governmental 
functions is least likely to lead to undesirable results. Nor 
can it be said even by the most ardent opponent of municipal 
trading that its introduction has so far seriously impaired 
either the tone or the conduct of local government. That 
it has contributed nothing to their elevation is, I think, in- 
disputable; that here and there it can be shown to have 
worked positive harm is also, in my judgment, nothing less 
than the truth ; but* that there can at present be laid to its 
charge any clear falling-off in the character or efficiency of 
the British municipalities as a whole is a proposition that 
the available evidence does not support. Certain phenomena 
have, however, already arisen in connection with the rapid 
expansion of local activities during the past three decades, 
and certain symptoms and tendencies have disclosed them- 
selves, that justify many and grave apprehensions for the 
future. 

Signs, for instance, are not wanting that the gradual de- 
cline in the personnel of the ordinary City Council in Great 
Britain, if it was not caused by, has been considerably 
hastened by, the' plunge into public ownership. Every ex- 
tension of the duties undertaken by the local authorities 
means that they have so much the less time to devote to their 
primary functions of civic administration and that addi- 
tional labor, often of the most complex and exacting char- 
acter, is thrown upon the shoulders of the elected representa- 
tives. The busy and prosperous merchant or professional 
man, whose sagacity and independence are essential to the 
proper discharge of municipal responsibilities, grows less 
and less willing to place his leisure and experience at the 
service of the community when the work expected of him 
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is such as might well monopolize his whole time and atten- 
tion. The consequence is that a less efficient and less' dis- 
interested type of candidate is forthcoming in his place, that 
the composition of the local administrative bodies is liable 
to wide fluctuations, that the average of business capacity 
is lowered, and that power is more and more deflected into 
the hands of the permanent officials. Again, with every 
step that is taken to enlarge the area of municipal trad- 
ing, the local authority adds to the risk of finding itself 
engaged in " the politics of labor " and exposed to disputes 
with or capture by the trade-unions. The greater the num- 
ber of rate-paid employees, the greater also is the danger 
that the conditions of their employment will be made issues 
at the elections and that candidates will be voted for or 
against according as they promise or decline to support the 
demand for higher pay or shorter hours. In practically 
all the British municipalities the employees are an organized 
body; whoever else may forget to vote, they never forget; 
and cases have frequently occurred of their issuing a col- 
lective appeal to their fellow-electors to join with them in 
choosing or unseating specified candidates solely because 
they were in favor or opposed to the special interests of the 
employees. Nothing could well be more demoralizing than 
conditions under which on the one side the vote is regarded 
mainly as an instrument of personal advantage and on 
the other weak-kneed candidates are intimidated and con- 
scientious candidates repelled by the electioneering press- 
ure of the municipality's own servants. The best men 
will not willingly enter civic life under such conditions, and 
if once the leading men of the neighborhood acquire a dis- 
taste for municipal service British local government must 
infallibly decline. That stage has not yet been reached, but 
no one can deny that it is appreciably nearer than it was in 
the days when a municipality was an agency not of trade, 
but of administration, when elections were determined on 
local and not on national lines, and when it was out of the 
power of municipal employees to decide the fate of candi- 
dates. Everybody who has any inside knowledge of Brit- 
ish politics is aware that the incessant and unwholesome 
pressure of organized bodies of public servants, especially 
of those employed in the post-office, upon members of Parlia- 
ment is a growing and noxious evil. The same evil has 
established itself in British municipal life, and it seems likely 
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to increase, with all its accompaniments of administrative 
extravagance and electoral degradation and its openings for 
political jobbery, until either the employees rule the council 
and all local government is conducted primarily in their 
interests, or until a law is passed disfranchising all State 
and municipal servants, or grouping them into a special body 
with special representation both in Parliament and in the 
City Council. Moreover, as Mr. Robert P. Porter has well 
insisted, the power of the municipal officials and employees 
has extended far beyond the boundaries of each separate 
local authority and is now organized and directed on a na- 
tional scale. The vast majority of the men in the service 
of the British municipalities — over two million in number — 
are banded together in an association that is virtually a 
trade-union and that like a trade-union naturally seeks first 
of all to promote the interests of its members. As these 
interests are held to lie in a continuous and unlimited ex- 
pansion of municipal enterprise, the efforts of private cor- 
porations to obtain Parliamentary sanction for their under- 
takings are confronted with a very formidable obstacle. The 
Association of Municipal Corporations, says Mr. Porter, 
" is a bureaucratic ring so strongly organized in self-defense 
that it whips the member for a Scotch borough to vote 
against an electric-power scheme for Ireland. No private 
scheme which touches, even remotely, the objects of modern 
municipalism is permitted to go through a Parliamentary 
Committee without being strenuously opposed, clause by 
clause, by the municipalities en masse represented by the 
counsel of the Municipal Corporations Association. . . . The 
tender solicitude with which it watches all legislation affect- 
ing municipal trading, and the skill with which it can con- 
centrate its forces at short notice in aid of legislation favor- 
ing municipal trading and to defeat obnoxious measures, 
gives some idea of the cohesive power of self-interest — a 
self-interest which is dangerous enough when exerted from 
the outside in large combinations of capital, but which is 
far more disastrous to sound government when exercised 
from within by a strongly welded organization of ambitious 
officials determined on extending their influence." 

This is a development that need not, I imagine, be greatly 
apprehended in the case of the United States. If municipal 
trading were to expand in America with the same rapidity 
that it has expanded in Great Britain, it might, no doubt, 
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be possible for an association of municipal officials and em- 
ployees to make its influence powerfully felt in a State Legis- 
lature in opposition to schemes promoted by private cor- 
porations ; but the capture of the national Legislature would 
always, owing to the Federal character of the American 
policy and the absence of a strongly centralized govern- 
ment, be beyond its scope. With this exception, however, 
almost all the conditions that make the policy of public 
ownership a fertile soil of political corruption exist in 
America in a highly intensified form, and almost all the 
conditions that might mitigate its harmful effects are con- 
spicuously wanting. Speaking broadly, it is, I believe, the 
fact that men of the best type and of the highest business 
competence are rarely to be found on American City Coun- 
cils, and that the claims of public service fail on the whole 
to enlist the most efficient and upright elements in the com- 
munity. It is also, so far as my observation goes, the fact 
that in America local elections are almost invariably fought 
out on the same rigidly partisan lines as State or Presi- 
dential elections, that the victorious party holds itself en- 
titled to the spoils of office, that the controlling power in 
civic affairs is frequently neither the Mayor nor the Council, 
but a political Boss, that the principal tradition of American 
local government is a tradition of corruption, and that the 
number of permanent municipal officials is very small, while 
the number of officials elected for short terms, inadequately 
paid and with little real security of tenure, is inordinately 
large. These are precisely the circumstances most certain 
to bring out the worst side of public ownership and to con- 
demn municipal enterprise to a perpetual round of extrava- 
gance, inefficiency, and political debauchery. It is claimed, 
however, that the corruption resulting from the control of 
the chief public utilities by private corporations is so great 
that municipal ownership, whatever its drawbacks, could 
hardly help being an improvement. I confess to some dif- 
ficulty in following that argument, particularly when it is 
coupled with an acknowledgment that public ownership in 
the United States, to be given even a reasonably fair chance, 
ought to be preceded by a drastic measure of civil-service 
reform. Such a line of reasoning strikes a foreigner as but 
too consonant with the American habit of relying upon 
mechanical expedients for the correction of moral evils — a 
habit that has overloaded the statute-book of almost every 
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State in the Union with unenforceable laws and has induced 
Americans to believe that everything will come right if only 
such and such a device is adopted and such and such a change 
in the accessories and accidentals of government effected. 
The corruption of municipal administration in the United 
States is not caused by private corporations and will not 
be cured by public ownership. It lies infinitely deeper than 
either system can ever reach. I do not mean that on the 
hunt for public-utility franchises and in their subsequent 
administration many grave scandals have not occurred. 
They assuredly have. But in the first place there are many 
tokens that that particular phase of municipal corruption is 
nearing its end and that the very enormity of the abuses 
that flourished under it has tended to work out its own cure. 
In the second place, Americans of late years have turned 
their attention with increasing success not to the abolition 
of private enterprise, but to its regulation, and in the estab- 
lishment of Public Service Commissions for safeguarding 
the interests of the public, while allowing capital a rational 
freedom and security, have made one of the most valuable 
and original contributions to modern political science. And 
in the third place, when it is a question of the amount of 
corruption that is likely to ensue from private enterprise 
and from public ownership, respectively, it is extremely per- 
tinent to bear in mind that, while the bad effects of municipal 
trading on political conduct and atmosphere rarely take any 
very sensational or very personal forms and are therefore 
less dramatically interesting, they are also more insidious 
and cumulative in their operation and may insensibly end 
in debauching an entire community where corporations mere- 
ly debauched their scores or hundreds. Against the advan- 
tages of public ownership there must, at any rate, be set 
this supreme disadvantage : that it has within it the poten- 
tiality of becoming one of the most formidable instruments 
of political demoralization that has been fashioned in our 
times. 

Sydney Bkooks. 
[the end] 



